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Acting Secretary
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Dear Mr. Caton,

IRidal CollUlleRt on FCC Notice of Proposed
Rule MaIdIlg FCC 96-848. IR the Matter of

Inte11latioaal settlement Rates
IB Docket No. 96-261

February 28, 1997

The Government of the Republic of Trinidad and Tobago has considered the
contents of the Notice of Proposed Rule Making (NPRM) FCC 96-848, in the matter of
International Settlement Rates mDocket No. 96-261 and wishes to convey its objection to
the proposed unilateral action of the Federal Communications Commission (FCC) to impose
Settlement Rates on sovereign states.

Settlement Rates are normally agreed bilaterally between carriers taking into account
regulations and recommendations of the International Telecommunications Union (lTV)
and the Trinidad and Tobago Government is of the view that the proposed unilateral
imposition of rates by the FCC is totally inappropriate and departs from established
procedures.

Attached hereto for your consideration is correspondence from the Office of the
Prime Minister of Trinidad and Tobago, under cover of which is forwarded the initial
comments of the Telecommunications Services of Trinidad and Tobago limited (TSTT), a
company in which the Government of Trinidad and Tobago has 51% shareholding. The
Government of the Republic of Trinidad and Tobago endorses the comments of the TSTI.

No. of C9Pies rec'd. b
UstABCOE
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Facsimile copies of the above-mentioned correspondence are being sent to you for
reasons of expediency. The original letters will be forwarded as soon as they are received.

Yours sincerely,

~w~
Charg~ d'Affaires, a.i.
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Mr. Wl&l.F.CItoD
AdIDa SecnIaty
Fedetal ComnmiCldaas Commistioa
J919M S1reetN.W.
Room 221
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U.S.A
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Office of Secretary

Pebruary 27, 1997

IdIaIee....... fCC Notice otPropaled RIlle MakiIII
PCCtW41
III dieMatter.r.......... Settle_at Rates
IB Dodrat No. "-261

n.GcrMaDe14 oflbe..... ofTIiDiUd aDd Tobago bas coasidered the com..oCthe Notice
ofPropDled 1lu1altkilw (NPRM) meulioaed above and wishea to express its objecticm to what
appears to be 'ODIlttml action on the part of the Federal Communications Commission (FCC) to
impose SettlementRates OIl sovereign states.

&-tlee'......aoandy...biIatcn1ly between carrier. takiDa imo ICCOWIt reptltiouad
EetO"DDeadltioas of the Intemarional Telecommunications Uoion (1TU) aDd we COIl!ider the
proposed UDilateral imposition by the FCC to be totally iDappropriate.

We lave nMewed die iDitial COIDIne4tI submitted by the TeIecomIIIuDiadiODl Services ofTrimdad
IIJId Tobigo Ltd. (TSTT) wIUch is owned 51% by the Govemmeot oftile Republic ofTriaidad BDd
Tobago and we SJPPOrt the positions expressed therein (see attaehed).

CoCo CEO, TSTl'

FEB 27 '97 12:33
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Telecommunications Services
of Trinidad and Tobago Limited ~ No. 050585

RC9'IIefeCI OMce: Nallonll~. '-::..823.'&2' 1 "'
P.O.Box 91 7. 54~dc Streel. FIX:(8i»1lZ5-4585 tile. 223SI2 'CambD' WG
Port 0' Sp,Wn. Triridad. west I".. IntM'lationll~•.....-u.:..825-<W31.

Fax: (B09J 627.(J1!56, 11L &em 1'STT\fIG.

D· DOCKET NO. 90-337
Ref: 10000139197

1997 January 31

Mr William F. Caron
Acting Secrewy
Federal Communications Commission
1919 M Street N.W.
Room 222
WashingtOD DC 20554
U.S.A.

Dear Sir

NOTICE OF PROPOSED RULE MABING (JB DOCKET NO. "-Z61)

We hereby submit one (1) origiDalllld nine (9) copies of OIU' comments in response to
the FCC's proposals in its Notice of Proposed Rule Malcing (NPRM) (lB Docket No. 96·
261).

In accordaace with parapaph lOS of the NPRM. we want each Commissioner to receive
a personal copy of our comments. Accordingly we have submitted one (1) original and
nine (9) copies of our comments.

We strongly urge the FCC to consider carefully the issues raised by TSTT in our
comments.

~-sam A.~n
Chief Executive OMcer

1."1:: Kathryn O·Brien. Iniemllltonal Bureau

DIRECTORS: Mr. Rictwd.AzM •Ch~~~~Mcln'Vfe. Mr. Rome Ilia.... Or. 5.."., Girt,
FEB 27 '97 12: 34 ,.- .... _, .••_~-~.~-,:;:."';~•• "'_M"'II:"::~~_ ~_
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III tile matter of lDteraatioaal Setdem.t Ratll: IB Docket No. "-261

IaittaI Co.......f
TeIeco••uicatio.. S.....ees ofTrtlltdad ad Tobap LbDited witII raped to Notice of

Pnposed Rule MaldDg (IB Docket No. 96.161)
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SECTION 1: INTRODUCTION

Tclecormmmieations Services ofTriDidad and Tobago Limited (TS'IT) is the sale
teloconUlnmieations carrier in the RepUblic ofTrinidad and Tobago. It provides both domestic
and intemationa11elecomm \mica1iODS services. The Republic ofTrinidad and Tobago is a fomW
member ofthe Intemational Telecommunications Union (1111)

We have COIISidered the FCC's poposals ill its Notice ofProposed RUle Makiue (lB DocketNo.
96-261) with respect to mal1lwOIY settlement rate beDchrMrJcs and related policies and wish to
commat as specified in Section 2 hereof.

SECTION 2: COMMENTS

1.0 REGllLATORY A1JTIIORrrY

It is our CODSiderec:l vifIW that the FCC has DO jurisdiction to UIIila1a8lly or otberwiJe, impose or
seek to impose adjustments to the Accounting Rate regime which cum:Dtly exists.

We wish to poiDt out that we reprd themJ as the appropriate forom to address this issue and in
this reprd iDdicate that the 1TU has indeed been very active in this area through Study Group 3
and is well advlDUd in their deliberations. This approach has been agRed to by other countries,
inclucliq the USA mel it is only reasonable to give this process the opportunity to work iDstead
of attempting to und.enniDe it.

NotwitbstaDding the above. we are ofthe view that in the interim the pzwailiDg bi1ala'I1
nepdaliq process must be respected by all pm1ies. As such, the demand to adjust AccouDUng
Rates dowuward within the short timcframe specified, whilst iporing the role and authoritY of
the rru, in our opinion, is contemptuous ofour existing agreements with US carriers and the
curren1ly utilised negotiating process to effect adjU!tments.

Further, the pec's stated inteDtion that implemeutation ofttle proposed approach will be
mandatoIy ifnot agreed upon by other countries, is tantamount to tyraany given that the US
Congress which passed the CommUDication Act (through which the FCC has authority). ca.nnat
make laws goveming other sovereign nations.

'The colDlDClltS on this NPRM herein after set out are made without prejudice to our views on the
jurisdiction of the FCC as stated in this paragm.ph.

2
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2.0 LEGAL DISPUTE RESOLUTION

Whilst it was indicated that appeals would be eIltertai~ no details are given regarding the
natuIe ofthe forum for dispute resolution.

3.0 CHOICE or CRITERION

The FCC has suaesred the use ofONP u the criterion to dete.nDine the AccoUIItiDg Rare to be
established betweeD the USA IIld other countries. The criterion u utilised for middle iDcome
COtID1ries is Ul\Justifiably wide.

0.ofour c:cmcems with this criterion is thai: GNP is a fickle indicator and can be subject to
sipificant fluctuationS which could nullify any Accounting Rate structure established on this
basis.

While it is recopisecl that teleCOlDlDWlicaUaas ficilitate economic developneat, it must also be
DOtecltbat GNP is by no means a true indicator ofthe level/extent ofdevelopment ofa country's
telecommUDieations inti'astructure. Using GNP by itlelt dislOrtS the application ofbeacbmvlc
rates, given tbat it does not tab into ccm.sidenIion other IOCW and ecaaomic factol'S such IS

unempl~income distribution and poverty. Additicmally, it does DOt give an appreciation of
the funding required to develop the domestic telecommunications in1i'asttuc:tuR.

1buI, 1KljU!t:ia.g Accounting rates On the basis ofGNP may well deprive some coUDUies IUd for
admiDistntious ofcritical funding for the development oftheir telecommunications
infrastructure.

We wish to propose te1edeDsity as oa.e of the altern:ltives to the use ofGNP as the criterion for
adjusting Accounting Rates.

"\.

~} 4.0 PROPOSED TRANSmON PERIOD

The proposed implemeratation period for effectiDI the tnDsition from prevailiDg rates to the
FCC·! desired rates oftwo to fouryears is too short. This is woefully inadequate given that
iDpayments are the primary source offiDanccs to fuDcl much needed network iDfrastructural
development., the standard of which iDfrastx'ucture is typically 20% ofthe level ofthe developed
countries. The gap to be bridged will require fUnding over a much longer timefrlme. In addition.
the recovery period for existing networlc investments, which were initially bued on the
anticipated inpayments, would be jeopardised. Additionally this timetiame is inadequate to allow
for a reasonable gradual increase in domestic Iates which will materialise in the event of a
decrease in Accounting rates thus impacting nepnvely on the realisation ofan efficient,
nationwide and worldwide telecommunication service. To further imply that ifthe benchmark
figures are not achieved within the proposed timefr&me that countries are 'UDI'e8SOnable, is UDf'ait.

3
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5.0 COSTING METHODOLOGY

MIN EXTRAORDINAI raJ 07

5.1 U...,D_atic Ratel
lD the absence ofcostiDg iDfolmation for tenninaring intematioDll tIaffic for individual Business
units, the FCC used the foreign Carrier·s tariffed prices to establish beac.hmarks,

It is well understood that services do not reflect their true costs inmadtets bee..ofthe ClOSS

subsidy elemeut.fiom local business customers and inpayments. In some cases, HOIII KQDIIDd
BIrbIdos are cues in point, Daticmal extension costs are not rated., because telephone usage raIa
per minute are not applicable. This ccmfirms that the use of domestic rates is not a foolproof
method for cost measurement

5.2 CeaapuatlYe C....
11Ie cost ofa call as developed by the FCC is based largely on the cost ofiDfnS1Iuctmal
dewlopment in the USA. This is DOt a true reflection of developiDg countries' cost stnJcturcs. as
we are faced with ccrtIiD unique costs which are DOt reflected to the same degree as that ofa US
Clllier, e.g., intemational traasporta1icm. iDsuraDce, local duties aacl taxes. This is supported by a
recem ITU Study in which it was CODdudal that for developiDg COUD1zies the UDit cost per
minnie oftermiDatiDg a call was 200% higher than that ofdeveloped countries such as the USA.
'Ibis provides justification for seeking a revision oftbe existing policy ofa SOISO sharing ofthe
ACCOUDtiDg tate.

5.3.......ofSeale
Dewlopiq countries are UDable to enjoy vast eamomies ofscale which iDflueac:es the awnae
cost ofa call as does the USA which bas a sipifieatly Iar..mar.ket size, m:twoIk and social
infrastrudure and capacities fill. Thus, am charla for call te:rmiDation would be hiBbcr than that
ofthe USA.

5.40tber
The FCC's costing methodology which pmcribes TSLRIC versus FOC is questionable and
Deeds to be revisited.

6.0 ADJUSTMENTS TO ACCOUNTI.NG RATES

At pnseat thele are apeemeDts with the USA for the acljustme:D.15 to Accounting Rates over the
next few years. Any attempt to effect chaDges to these agreements which does Dot involve a
bilalmBl negotiating process is not in keeping with or geued towant maintaiaing good
intematioaal relatioDS.

It is iDstructive to note that the USA is not applyiDg the same pressure on tnnsit rates as it is on
termination rates. We beUeve this is because it is a net revenue receiver where transit is
coucemed.

4
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6.0 AD.nJSTMENTS TO ACCOUNTING RATES (Cont'd)

The FCC also made the point that reducing Accounting rates will enable the foreign
administtations to offer lower prices to domestic consumers, given that the cost to terminate calls
will be less. Historically, however, the FCC has never championed this cause, in that while there
bave been sigoifir.aut reduetioDS in Accounting rates since around 1985, the beDefits of lower call
termination costs have not been passed on to customers in the USA. As suc~ it is reasonable to
question CODSUDlet' welfare as a genuine motive for seeking adjustments in Accounting rates.

It is interesting to note that typically a consumer in the USA pays more for a call to the
Caribbean than a Caribbean customer for a call to the USA unless they subscribe to a special
calling pIan.

7.0 CROSS SUBSIDISATlON

The FCC bas effectively chatacterised cross subsidies as one of the scourges ofmodem day
telecommunications. It must be pointed out, however, that cross subsidies have been
institutionalised within the USA's telecommUDicatious industry since inception with
intemational/domestic, urbanlnual and businesslresidential being the primaIy combiDatioDS. In
fact, the USA has used cross subsidisation as a meeJ»urism for acquiring fimds to develop its
telecommunications infrastn1cture and continues to do so. It would seem that the FCC is seeking
to outlaw cross subsidisation now that it has maximised the benefits fi'om this pricing scheme,
which is a very myopic approach to this issue.

It is also known that in some States within the USA cross subsidisation is sanctioned in view of
the relatively higher cost strae1:U:reS to which service providers in those States are subjected in
developing their network infrastructure. Further, predetermined cost separation factors which are
DOt supported by the causation concept, e.g., the subscriber line factor studies, are still in
existence in the USA.

_) 8.0 BALANCE OF PAYMENT (TELECOMMUNICATIONS)

Telecommunications supports a two-way flow ofcapital in that while inpayments are received by
our administration, the USA is a net receiver ofcapital when we purchase plant, equipment and
services to support the growth ofthe domestic netWork infrastructure.

Apart from the above consideration, the fact remains as a result ofthe economic growth in
developing countries. which will be facilitated by improvements in their telecommunications
infrastructure, benefits will redound to the USA as well.

These benefits will be negated and should be considered in detenniniDg the urgency for reducing
Accounting ntes.

5
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'.0 ACBlEVING THE STATED OBJEC11VES
;

The FCC has eitbeI stated or implied that the objectives to be achieved from reducing
Accounting tates are:
~ enhancing consumer welfare
~ enhancing the standard oftelecommunieations globally
~ improving the USA's balance of trade position give the size oftheir outpayments

AJ indicated above, we are not convinced that consumer welfare will benefit in my meaniDgful
way. With respect to improving the standard of telecommunications on a global basis.. this could
never be realised ifdeveloping countries arc deprived ofa significant portion oftheir revenues,
as tepreSented by inpayments, to fund infrastructural work.

The issue ofbalance ofpayments in this instance has to be appreciated in the conteXt ofthe
telecommUDicatioDS sector only as outlined in the section above entitled Balance ofPayments
(Telecommunications).

10.0 ORCHESTRATED CHANGES IN TRAme FLOW

The level ofoutpayments being experienced by the US carriers is significantly influenced by the
change in the direction of intema1ional tmfIic, which result in these calls being billed in the USA
rather than the home country oforigination. This evolving scenario of introducing services which
result in the reversal ofthe direction of intemational traffic, is being actively pursued by these
carriers with services Such as call back and home country direct.

It is regarded as unfortunate that the FCC now seeks to penalize foreign administratiO!lS for the
development ofa situation which was actively contributed to by their domestic carriers and
which they themselves supported.

_::.~ 10.1 Leplity of CaDbaek

The FCC should treat all callback services as illegal unless and until informed otherwise by the
Government or camer ofany specific COlmtry. This would enable us to generate the projected
traffic and consequently revenues to offset the reduced revenue in inpayments (based on
bilaterally agreed upon reductions in Accounting rates).

11.OTBER

11.1 It is not the responsibility ofthe FCC to dictate the telecommunications development path
nor influence the privatisation plans of sovereign nations.

6



.'
02/27/97 13:38 FAX 809 625 0437

11. OTHER (Cont'd)

MIN EXTRAORDINAI III 10

11.21fthc proposals are implemented, it is likely that there will be reciprocity throughout the
world thus impacting negatively on the industry's development in the future. Further, even if
amendments are made, other developed countries such as Canada and those in Europe (which are
also offundamental importance to developing countries) may seele to obtain similar
ammgements as the USA is seeking to do. It cannot be over emphasised that under such
circumstances the telecommunications sector in developing countries will not be able to survive,
let alone develop.

11.3 The rates used for some countries in the development ofthe cost of services are incorrect
e.g. Trinidad and Tobago and Jamaica.

11.4 It is still not clear who and what will detemrlne the return that is appIopriate in the
establishment ofservice costs. In OUI case, fluctuating currency rates also influence the
incremental costs. No account was taken of these special circumstances ofcountries in
establishing bands and the benchmark.

~
11.5 The global estimate of 8,000 minutes per circuit, 4:1 multiplexing over a)cbps channel is
highly WU'ealistic, a1 least for developing countries such as ours.

12.0 ADDmONAL ISSUES

Due to the limited time which VIle have had to study the FCC's proposals. TSIT reserves the
right to raise additional issues not stated herein. and submit comments thereon by March 10.
1997.

SAMUEL A. MAR
ChiefExecutive Officer
Telecommunications Services ofTrinidad & Tobago Limited
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